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THEORY AND PRACTICE
Current Studies and Concepts
EILEEN T. CORCORAN, CPA, Special Editor
Arthur Young & Company
'Chicago, Illinois

REVISED FORMS UNDER
SECURITIES EXCHANGE ACT OF 1934

and whether they become, in effect, a
source and application of cash has not
been established. These situations may
have to be worked out on an industry
basis with the SEC.

The Securities and Exchange Commission
has adopted revisions to the registration state
ment Form 10 and the annual report Form
10-K. In addition, the semi-annual report Form
9-K has been rescinded and replaced by a new
quarterly report Form 10-Q. These changes in
Forms 10 and 10-K and the new Form 10-Q
represent actions on the part of the Com
mission to implement recommendations of the
“Wheat Report”, whose objective was to im
prove the disclosure practices by companies
who must register or file reports under the
Securities Act of 1933 and the Securities and
Exchange Act of 1934.

The staff of the SEC has indicated that
in its view such comparative funds
statements must also be included in an
nual reports to shareholders because of
the provisions of proxy rule 14a-3.
It should also be noted that the New
York Stock Exchange has adopted a re
quirement that all companies listed on
that exchange include a comparative
audited source and application of funds
statement in their annual reports to
shareholders beginning not later than
their reports covering the results of op
erations for the year 1973.

Additional actions on the part of the Com
mission to further implement the “Wheat Re
port” are under consideration, and information
concerning these should be released to the
public in the near future. A summary of im
portant changes in the Forms 10-K, 10, and
10-Q follow.

The Accounting Principles Board of
AICPA has also issued an exposure draft
proposing that a statement of source
and application of funds be required as
a basic financial statement whenever
the financial statements presented in
clude a balance sheet and an income
statement. It is proposed that the state
ment should be presented for each
period for which an income statement
is presented. The statement is pre
sumed to present “changes in financial
position.” The Opinion is expected to
be effective for fiscal periods beginning
after December 31, 1970. The Opinion
gives general guidelines as to the form
and content of the statement.

Form 10-K—Annual Report Form (applicable
to reports for fiscal years ending as of De
cember 31, 1970 and thereafter)

Financial and accounting matters:
(a) Comparative financial statements for
two years must now be filed rather than
single year statements. The two-year
statements must be audited, supported
by footnotes and schedules (which may
be incorporated by reference as to the
prior year), and covered by the auditor’s
opinion.

(b) An audited comparative source and ap
plication of funds statement for two
years is now a required basic financial
statement. Funds statements must also
be filed by companies with unclassified
balance sheets (e.g., real estate com
panies, financial institutions, etc.) al
though the contents of such statements

(c) A five-year summary of operations must
be presented. In addition, analyses of
retained earnings and other additional
capital accounts will be required for all
periods covered by the summary. These
need not be covered by the auditor’s
opinion.
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(d) An exhibit setting forth computations of
per share earnings must be filed unless
such computation is clear from the sum
mary and its notes.
(e) Line of business data for a five-year
period (or for years ending subsequent
to December 31, 1966) is also now re
quired. This data will be a part of the
textual material, i.e., not part of the
financial statements, and need not be
covered by the auditor’s report.

Other matters:
(a) A description of business and properties
and information as to pending legal pro
ceedings, executive officers, and in
demnification of directors and officers
similar to that required in registration
statements under the Securities Act of
1933 is now required.

(b) The due date of the report is now 90
days after the end of the fiscal year,
whereas previously it was 120 days.
Schedules may, however, be filed by
amendment within 120 days after the
end of the fiscal year.

Form 10—Registration Form (effective for reg
istration statements filed after December 31,
1970)

Form 10 is the general form for the regis
tration of Securities under the 1934 Act. It also
becomes important because the “Instructions
as to Financial Statements” in Form 10 es
tablish certain basic requirements for financial
statements when they must be included in
proxy statements. Changes in the Form 10 of
direct concern to accountants include:
(a) A five-year summary of operations must
be presented. In addition, analyses of
retained earnings and other additional
capital accounts will be required for all
periods covered by the auditor’s opin
ion.
(b) An exhibit setting forth computations
of per share earnings must be filed un
less such computation is clear from the
summary and its notes.

(c) Line of business data for a five-year
period (or for years ending subsequent
to December 31, 1966) is also now re
quired. This data will be a part of the
textual material, i.e., not part of the
financial statements, and need not be
covered by the auditor’s report.

Form 10-Q—Quarterly Report
The new Form 10-Q for quarterly reports
replaces the Form 9-K which has been re
scinded. The new report must be filed for each
of the Company’s first three quarters within
45 days after the end of such quarter (no re
port is required for the fourth fiscal quarter—
the annual report on Form 10-K is due within
90 days of the end of the fiscal year). The first
report on Form 10-Q must be filed for the first
fiscal quarter (other than a fourth quarter)
which ends after December 31, 1970.

(d) An audited funds statement for three
fiscal years is now a required basic
financial statement.
OTHER MATTERS
The January column mentioned that the
Accounting Principles Board had under con
sideration the issuance of its fourth Statement,
commonly known as Fundamentals. This State
ment has now been issued.
As stated in the January column the State
ment is intended to provide practitioners with
a better understanding of the broad funda
mentals of financial accounting and with a
basis for guiding future developments in this
area. It does not propose solutions to financial
accounting problems, but it does provide a
framework within which such problems may
be solved. To these ends, the Statement dis
cusses the nature of financial accounting, the
environmental forces that influence it, and the
potential and limitations of financial account
ing; sets forth the objectives of financial ac
counting and financial statements; and identi
fies and describes present generally accepted
accounting principles.

Form 10-Q calls for summarized financial
information, which need not be audited, but
is to be prepared in accordance with generally
accepted accounting principles and practices
on a consistent basis. The new form requires
profit and loss information in comparative form
and in more detail than was required by Form
9-K and includes data on earnings per common
share. In addition, information is required in
regard to the issuer’s capitalization and stock
holders’ equity.
The proposal to rescind the Form 8-K and
combine it with the Form 10-Q was not adopt
ed by the Commission. Consequently Form
8-K is still an effective form that must be con
sidered.
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